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representative on behalf of the em-
ployee and even if all such employees 
covered under the plan constitute only 
a de minimis percentage of the total 
employees covered under the plan. 

(e) Effective date. (1) The provisions of 
this section apply to all employees who 
have one hour of service in any plan 
year beginning after— 

(i) December 31, 1988, or 
(ii) In the case of a plan maintained 

pursuant to one or more collective bar-
gaining agreements between employee 
representatives and one or more em-
ployers ratified before March 1, 1986, 
for employees covered by any such 
agreement, the earlier of— 

(A) The later of— 
(1) January 1, 1989, or 
(2) The date on which the last of such 

collective bargaining agreements ter-
minates (determined without regard to 
any extension thereof after February 
28, 1986), or 

(B) January 1, 1991. 
(2) For employees not described in 

paragraph (e)(1), above, the regulations 
in effect prior to January 1, 1989, shall 
be applied to determine the require-
ments of this section. 

(f) Examples. The rules provided by 
this section are illustrated by the fol-
lowing examples:

Example (1). Plan B provides that each em-
ployee’s rights to his employer-derived ac-
crued benefit are nonforfeitable as follows:

Completed years of service 
Nonforfeit-

able 
percentage 

1 ......................................................................... 0
2 ......................................................................... 10
3 ......................................................................... 25
4 ......................................................................... 45
5 ......................................................................... 65
6 ......................................................................... 75
7 ......................................................................... 100

Plan B does not satisfy the requirements of 
paragraph (c) of this section (relating to 3- to 
7-year vesting) because the nonforfeitable 
percentage provided by the plan after com-
pletion of 6 years of service (75 percent) is 
less than the percentage required by para-
graph (c) of this section at that time (80 per-
cent). The fact that the nonforfeitable per-
centage provided by the plan for years prior 
to the 6th year of service is greater than the 
percentage required under paragraph (c) of 
this section is immaterial. The plan fails to 
satisfy the requirements of paragraph (c) of 
this section even if it is demonstrated that 
the value of the vesting provided by the plan 

to the employees is at least equal to the 
value of the vesting rate required by this 
paragraph.

Example (2). Plan C provides for plan par-
ticipation after the completion of 1 year of 
service. The plan provides that each employ-
ee’s rights to his employer-derived accrued 
benefits are 100 percent nonforfeitable after 5 
years of plan participation rather than serv-
ice. The plan does not satisfy the require-
ments of paragraph (b) of this section be-
cause, under the plan, an employee obtains a 
100 percent nonforfeitable right to his or her 
employer-derived accrued benefit only after 
completion of more than 5 years of service.

Example (3). Plan D provides that each em-
ployee’s rights to his employer-derived ac-
crued benefits are nonforfeitable in accord-
ance with the following schedule:

Completed years of service 
Nonforfeit-

able 
percentage 

0 to 4 ................................................................. 0
5 ......................................................................... 60
6 ......................................................................... 80
7 ......................................................................... 100

The plan does not satisfy the requirements 
of paragraph (b) of this section after the 4th 
year of service. It does not satisfy the re-
quirements of paragraph (c) of this section 
for years prior to the 5th year of service. The 
plan does not satisfy the requirements of 
this section because it does not satisfy the 
requirements of a particular one of the two 
paragraphs for each of an employee’s years 
of service.

Example (4). Plan G provides that each em-
ployee’s rights to his employer-derived ac-
crued benefit are 100 percent nonforfeitable 
upon completion of 3 years of service. The 
plan satisfies the requirements of paragraphs 
(b) and (c) of this section and, because it sat-
isfies the requirements of at least one of 
such paragraphs for all of an employee’s 
years of service, it satisfies the requirements 
of this section.

[T.D. 8170, 53 FR 240, Jan. 6, 1988]

§ 1.411(a)–4 Forfeitures, suspensions, 
etc. 

(a) Nonforfeitability. Certain rights in 
an accrued benefit must be nonforfeit-
able to satisfy the requirements of sec-
tion 411(a). This section defines the 
term ‘‘nonforfeitable’’ for purposes of 
these requirements. For purposes of 
section 411 and the regulations there-
under, a right to an accrued benefit is 
considered to be nonforfeitable at a 
particular time if, at that time and 
thereafter, it is an unconditional right. 
Except as provided by paragraph (b) of 
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this section, a right which, at a par-
ticular time, is conditioned under the 
plan upon a subsequent event, subse-
quent performance, or subsequent for-
bearance which will cause the loss of 
such right is a forfeitable right at that 
time. Certain adjustments to plan ben-
efits such as adjustments in excess of 
reasonable actuarial reductions, can 
result in rights being forfeitable. 
Rights which are conditioned upon a 
sufficiency of plan assets in the event 
of a termination or partial termination 
are considered to be forfeitable because 
of such condition. However, a plan does 
not violate the nonforfeitability re-
quirements merely because in the 
event of a termination an employee 
does not have any recourse toward sat-
isfaction of his nonforfeitable benefits 
from other than the plan assets or the 
Pension Benefit Guaranty Corporation. 
Furthermore, nonforfeitable rights are 
not considered to be forfeitable by rea-
son of the fact that they may be re-
duced to take into account benefits 
which are provided under the Social 
Security Act or under any other Fed-
eral or State law and which are taken 
into account in determining plan bene-
fits. To the extent that rights are not 
required to be nonforfeitable to satisfy 
the minimum vesting standards, or the 
nondiscrimination requirements of sec-
tion 401(a)(4), they may be forfeited 
without regard to the limitations on 
forfeitability required by this section. 
The right of an employee to repurchase 
his accrued benefit for example under 
section 411(a)(3)(D), is an example of a 
right which is required to satisfy such 
standards. Accordingly, such a right is 
subject to the limitations on forfeit-
ability. Rights which are required to be 
prospectively nonforfeitable under the 
vesting standards are nonforfeitable 
and may not be forfeited until it is de-
termined that such rights are, in fact, 
in excess of the vesting standards. 
Thus, employees have a right to vest in 
the accrued benefits if they continue in 
employment of employers maintaining 
the plan unless a forfeitable event rec-
ognized by section 411 occurs. For ex-
ample, if a plan covered employees in 
Division A of Corporation X under a 
plan utilizing a 10-year 100 percent 
vesting schedule, the plan could not 
forfeit employees’ rights on account of 

their moving to service in Division B of 
Corporation X prior to completion of 10 
years of service even though employees 
are not vested at that time. 

(b) Special rules. For purposes of para-
graph (a) of this section a right is not 
treated as forfeitable— 

(1) Death—(i) General rule. In the case 
of a participant’s right to his em-
ployer-derived accrued benefit, merely 
because such accrued benefit is forfeit-
able by the participant to the extent it 
has not been paid or distributed to him 
prior to his death. This subparagraph 
shall not apply to a benefit which must 
be paid to a survivor in order to satisfy 
the requirements of section 401(a)(11). 

(ii) Employee contributions. A partici-
pant’s right in his accrued benefit de-
rived from his own contributions must 
be nonforfeitable at all times. Such a 
right is not treated as forfeitable mere-
ly because, after commencement of an-
nuity or pension payments in a benefit 
form provided under the plan, the par-
ticipant dies without receiving pay-
ments equal in amount to his non-
forfeitable accrued benefit derived 
from his contributions determined at 
the time of commencement. 

(2) Suspension of benefits upon reem-
ployment of retiree. In the case of cer-
tain suspensions of benefits under sec-
tion 411(a)(3)(B), see regulations pre-
scribed by the Secretary of Labor 
under 29 CFR Part 2530 (Department of 
Labor regulations relating to minimum 
standards for employee pension benefit 
plans). 

(3) Retroactive plan amendment. In the 
case of a participant’s right to his em-
ployer-derived accrued benefit, merely 
because such benefit is subject to re-
duction to the extent provided by a 
plan amendment described in section 
412(c)(8) and the regulations there-
under, which amendment is given ret-
roactive effect in accordance with such 
section. 

(4) Other forfeiture rules—(i) With-
drawal of mandatory contributions. For 
rules allowing forfeitures on account of 
the withdrawal of mandatory contribu-
tions, see § 1.411(a)–7(d) (2) and (3). 

(ii) Class year plans. For forfeiture 
rules pertaining to class year plans, see 
§ 1.411(d)–3(b). 
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(iii) Additional requirements. For addi-
tional requirements relating to non-
forfeitability of benefits in the event of 
a withdrawal by the employee, see sec-
tion 401(a)(19) and § 1.401(a)–19. 

(5) Multiemployer plan. In the case of 
a multiemployer plan described in sec-
tion 414(f), merely because an employ-
ee’s accrued benefit which results from 
service with an employer before such 
employer was required to contribute to 
the plan is forfeitable on account of the 
cessation of contributions by the em-
ployer of the employee. This subpara-
graph shall not apply to an employee’s 
accrued benefit with respect to an em-
ployer which accrued under a plan 
maintained by that employer prior to 
the adoption by that employer of the 
multiemployer plan. 

(6) Lost beneficiary; escheat. In the 
case of a benefit which is payable, 
merely because the benefit is forfeit-
able on account of the inability to find 
the participant or beneficiary to whom 
payment is due, provided that the plan 
provides for reinstatement of the ben-
efit if a claim is made by the partici-
pant or beneficiary for the forfeited 
benefit. In addition, a benefit which is 
lost by reason of escheat under applica-
ble state law is not treated as a for-
feiture. 

(7) Certain matching contributions. A 
matching contribution (within the 
meaning of section 401(m)(4)(A) and 
§ 1.40l(m)–1(f)(12)) is not treated as for-
feitable even if under the plan it may 
be forfeited under § 1.401(m)–1(e)(1) be-
cause the contribution to which it re-
lates is treated as an excess contribu-
tion (within the meaning of § 1.402(k)–
1(f)(2) and (g)(7)), excess deferral (with-
in the meaning of § 1.402(g)–1(e)(1)(iii)), 
or excess aggregate contribution (with-
in the meaning of § 1.401(m)–1(f)(8)). 

(c) Examples. The rules of this section 
are illustrated by the following exam-
ples:

Example (1). Corporation A’s plan provides 
that an employee is fully vested in his em-
ployer-derived accrued benefit after comple-
tion of 5 years of service. The plan also pro-
vides that, if an employee works for a com-
petitor he forfeits his rights in the plan. 
Such provision could result in the forfeiture 
of an employee’s rights which are required to 
be nonforfeitable under section 411 and 
therefore the plan would not satisfy the re-
quirements of section 411. If the plan limited 

the forfeiture to employees who completed 
less than 10 years of service, the plan would 
not fail to satisfy the requirements of sec-
tion 411 because the forfeitures under this 
provision are limited to rights which are in 
excess of the minimum required to be non-
forfeitable under section 411(a)(2)(A).

Example (2). Plan B provides that if an em-
ployee does not apply for benefits within 5 
years after the attainment of normal retire-
ment age, the employee loses his plan bene-
fits. Such a plan provision could result in 
forfeiture of an employee’s rights which are 
required to be nonforfeitable under section 
411 and, therefore, the plan would not satisfy 
the requirements of section 411.

(Sec. 411 (88 Stat. 901; 26 U.S.C. 411)) 

[T.D. 7501, 42 FR 42326, Aug. 23, 1977, as 
amended by T.D. 8357, 56 FR 40549, Aug. 15, 
1991]

§ 1.411(a)–4T Forfeitures, suspensions, 
etc. (temporary). 

(a) Nonforfeitability. Certain rights in 
an accrued benefit must be nonforfeit-
able to satisfy the requirements of sec-
tion 411(a). This section defines the 
term ‘‘nonforfeitable’’ for purposes of 
these requirements. For purposes of 
section 411 and the regulations there-
under, a right to an accrued benefit is 
considered to be nonforfeitable at a 
particular time if, at that time and 
thereafter, it is an unconditional right. 
Except as provided by paragraph (b) of 
this section, a right which, at a par-
ticular time, is conditioned under the 
plan upon a subsequent event, subse-
quent performance, or subsequent for-
bearance which will cause the loss of 
such right is a forfeitable right at that 
time. Certain adjustments to plan ben-
efits, such as adjustments in excess of 
reasonable actuarial reductions, can 
result in rights being forfeitable. 
Rights which are conditioned upon a 
sufficiency of plan assets in the event 
of a termination or partial termination 
are considered to be forfeitable because 
of such condition. However, a plan does 
not violate the nonforfeitability re-
quirements merely because in the 
event of a termination an employee 
does not have any recourse toward sat-
isfaction of his nonforfeitable benefits 
from other than the plan assets, the 
Pension Benefit Guaranty Corporation, 
or a trust established and maintained 
pursuant to sections 4041(c)(3)(B) (ii) or 
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